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reliable estimates tor future predictions. This thesie 


Was undertaken toa prove a reliable, erstematic method 


for the purpose af predicting future Venezuelan detenze 
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im 1947S by Columbus on his third voyage. Venezuela, 
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their independence and formed the "Great Columbia" 
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law. Under the Venezuela mining laws, the maximum ar 
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hageeauta be Granted was SOU hectares. Clearly the 
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Valladares contract for 27 million hectares was In 
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direct violation of this law. No protests were ladqed 
against Valladares br one, single, VWenezuelan. Charges 
were later brought against Valladares Br an American and 
an Enqlishman. Corrugtion and bribery were again on 


Valladares side when the Venezuelan Supreme Court ruled 
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that the mining law restricting area concestsians to 


mw 


hectares was unconstitutional. 


The door was now open for larger area gqrants to be 
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explored for petroleum. Large numbers af bidders for 


the Venezuelan subsail rights descended hungrily upon 
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the countrr. Foreign investment in Venezuela soared. 

The British were amonq the first ta stake thier claims 
in the northwest coastal area and in the Orinoca delta. 
American capital in Venezuelan cil development did nat 


arrive until seversl yrvears later. 
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SGanaard Gi) hadmconcentrated on controlling the 
pme@uction ofr petroleum in omiy the United States. lets 
taok World War I to show Standard Gil the importance of 
meraqe petroleum reserves during a conmflict. WbWith the 


United States Gil reserves sericusly depleted after 


Pegeaewar [Standard O1} and other U.S. companies with 


ma=c Cantal resources, entered the tield of ail 


exploration in Venezuela. Investments Ey United States 
companies in Venezuelan ail explarations grew br leaps 


anal vounage: 
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and FRoarwal Duteh Shell atten ladged protests against each 
other over territorial rights. A truce was eioee 
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eing ta Keep otf the 
Tere Very sort Tae stent ie 
The corruption in the ail industry contintediian 


re. The then President at Venezuela, Juan 
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Vincente Gomez, and his Minteters made illeqal and 


umethical concessions to the foreign cil compantes tn 


exchange for money. Gomez and his Ministers used the 
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wealth, nat matter of State wealth. 
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By 1736 Venezuela had become a major, world exporter 
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of petroleum But exported little else. rte, orcs 
Laan accouneea tor San ot Venezuelan exports. Land 
that had once been a mayor producer af cacao now sat 
fae se inarvest mt cacac Was at a minimum as the rural 


areas generall» became impoverished. Ranches and 


haciendas were forec! 
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eed by Banks and Joan offices, 
Much of the income from petroleum went into the hands af 
Pevetnmenmt Grticials and met te the State where it could 
have been used ta improve education and diversity the 
Peete (Mclstry tmte areas other than getraleum. 

An Of) Reform Jaw was pasted in 19°43 by the 
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party and young members af the military. The revolution 


had been sparked by an increase in public awaren eit 
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the corruptian in the Venezuela government. 


After the revolution, the ruling junta Stipe 
restore Jaw and order, and to establish a Democratic 


ruling government. 
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The revolutionary gavernment decreed an 
extraordinary tax on December 31, 1945. The decree 
affected anly taxpayers af that year with an income at 
Mare “Chen iSsece ollie aie It affected a total Vote 
persons or business entities of the 20,000 in the 
country which paid incame taxes. Additional tax funds 


et Bo) + Sao ae emule callected, of which 78.5% came 


from the oil companies. The justification for the new 
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On OUcteber 27, 1744, the first demacratie te eee 
were held in Venezuela. OQver 364 GF te (omg en 
turned out toa cast thier Galliots. fhe Veter oe 


160 delegates ta the National Constituent Assembly CRef. 


Leh lees. 





Party Mumber O+ Cela 





accion Democraticsa lor 
Urea ez 
PMc eeeloltean=s Demeeratica Z 
Pan elao Lammunm ist a 2 

Tatal Delegates 150 


Seauire 25> National Lometituent Assembly Electians —-1746 


The objectives of the new administration were bath 


fo attend to the immediate matianal needs, and to give 


ts 


more permanent salutian ta the fundamental problems af 
the country. 

The Conetituent Assembly ratified a new Conetitution 
sleeve y D>, 12797, This canstitutian was described by 
Professor Austin F. Macdonald, of the University of 
California, as “The most democratic document in the 
me=- ery Of the Venezuelan mation” CRef. 2: gp. 430). The 
Accion Democratica party aleo strived toa restore honesty 
and prestige ta these in public service. 


Aa new law called the Illegal Enrichment of Public 
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Was siqned into law October 13, 1745. This 
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required all government employees to make public swarn 
declarations of thier assets upon entering ame heen. 


office. 
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More jobs were created in the ol tndustry for 


VWenezuel 
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industry grew toa 32,929 in 174/ and to $8,473 Sine 
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Security System grew from 37,3535 im 1744 toe eo wee 
1748S CRef. 3S). Oil praductian in Venezuela also 
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between {44 and 1748 largels due ta labor union 


negatations with the ail companies. Ther alea received 
Sundays off with par, and a fifteen day paid vacation 


each year [Retr. 4]. 
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The availability» and canztumptian of facd in 
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zuela was well belaw that recommended br a federal 
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iT 


held at Hot Springs [Ret. 6&6]. The government 
intervened to increase food imparts ta be distrituted 
mreugi Commercial channels at a price lower than the 
Import cost. In 1743, toad imports were valued at Es. 
Zetoemit!iem, Im lrde, they tataled Bs. 374,720, an 


Pepe sse ot almost SUUA CRet. 1: p. 1462]. 
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Figure 5S - Food Needs Vs. 


O. INCREASE INGUSTRIAL SECTURS EARNINGS 
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same imdustrialists and merchants were on 


the verge of bankruptcr. The increase in the purchasing 


power of the workers along with the government’. police 
Of credits to industry were inetramental in the (Peeoveme 


of these firms and the establishment of numerous oathers. 


The number af business firms in the Federal District 


increased fram 10,717 in 1747 toa 12,710 Gy 1320 eee 


te 
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E. INCREASE PRODUCTION OF MEAT AND MILK 


A very prosperous cattle industry had once existed 


in Venezuela. Br 1745 it had so declined, it was 


fe 


nipPeatenea With @xtinction. "Onle™2.S million head of 
cattle grazed in the pastures while 7? million head of 
cattle were required ta supply enough meat for the 
populace. The government now assumed the responsibility 
ec snoting Cattle rFaising and milK production. 

The Ministry of Agriculture and the Venezuelan 
Development Carporation worked clasely tagether 
fear mubatine a Viable program. The plan tncluded 
Pehintical Supervischen of credits, the importation of 
Seat Poe breed mith Venezuelan cattle, the provision of 
Taio. cattle anroeugn well—-drilling and constructioan 
af reservoirs, and the prevention of cattle diseases. 
In 1°47, more than Bs. SS million was invested by the 
Severnment in this program. This praduced 100 water 
welle, S35 reservoirs, and hundreds of imported bulls 


meer. 1: p. 1467). 


F. INCREASE AGRICULTURAL FRODUCTICN 


Fer years, many forests in Venezuela had been 
completels destrayvyed. In some parts of the country this 


had caused massive erasion, leaving land that was once 


fertile, unfit to till. The government == SG see oes 
Forest Ranger Service in am attemgit tay eiemaae 
Ges Gedet) on 

In if4eé, 800,000 hectares were under cultivation 


with only 110,006 hectares having permanent ieee ieoen 


tems. Irriqated land pravided sx better eran. 


fer hectare and praduces threewan ans year vice one far 


a 


CS 


unmireciqated land. Only 700 agricultural machine =a 


avaitlabl 


Ot 


{Oo farm. the |) aie Terigqat lon ain 
mechanizatian were deemed imperative ta imprave 


Bf oeiie este: oan 
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imi yak =: [wo years in ottige, the gavernmnem: 
built irrigation channels far 20,000 hectareeter ea 
and imparted 2,000 agricultural machines to help Haruo 


[he crops. The increase tn agricul tural preteen oe 
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a. ECOULCATION REFORM 


SIUChiMEGheYar cCimee saidy t1The iqneampance .at the 
People i5 the instrument of their own destructian". 
This had certainly been true of Venezuela. hice wl 


Venezuela had S&S million citizens alder than 15 year at 


we 


a Sls 


ge. ei i tewmicre os percent of them were 


uh 


illiterate. An aggressive program was undertaken to 
peovide Yenezuelans with a Better educatian. 


Between 1745 and 1748 attend 


‘Ti 
i 
—~ 


ti 


primary schools 


fT 


imcreased By *S percent. Attendence at secondary 
schools increased by Fl percent. The mumber of teachers 


Was increased by $2 percent and the nmumber af schools 


ot 


almost doubled. The junta was making a frontal attack 


eeiiteracy in Venezuela (Ref. 1: o. Zi). 
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Figure - Venezuelan Educational Reform Feport - 1748 
H. & STEP BACKWARDS 


A successful military 


Carlos 


The peli eicel reaimne) irivwinreh 


Bleced theic truest and hape 


ate ee 


Sele eS Seen 
EOrPPURT I OM In stie ree mine ce 
Lhalbaud was aseinated in 1F30 
neaded by Colepel ilareas Jima 


Junta promised general 


before holding them. 


November S30, 1752 


Col Ei 
De loada Cia Baud Secu Cee 
the Venezuelan 


Was 


electians 


The electians 


d’etat, headed By Coalone] 


174 


vt 
Be 


an Navember 24, 


gone, 


Pubsea sera dretatorsial os, 


ruling farty was Taniplanee 


and aA military ein ae 
Jimenez took charge. The 
but tack thier time 
were held an 


iiaaioanincm anc events immediately preceeding the 
elections can beset be described through the reports af 
international mews agencies. AS described by the 
Beanrunistear London, Becember 11, iFrse: 

The elections on November 30 were impressive in 
their orderliness. Secrecy of the Bballet was 
observed and more than GSO percent af the electorate 
vated. The two oappasitian parties allowed ta 
HinetPoneleaal ew etne lett-of-center URD and the 
fi eye eshanice | Pniaqeaane criticism af the yating. As 
the first results came in URD was getting 34 percent 
foecie Votes. Comet la peregent and the FEI, the 
ASVCRhMENt Pictipeeammon|y i2a percent (Ref. ¢]. 

Local radia stations had Been transmitting #lectian 
bulletins that revealed a salid deteat af the 
dictatorshio. The entire world Knew br the next dar 
that the apposition had won the electian. 

Gn December 1, the transmission at news tram 
Menezuela ta the cutside world was suddenly interrupted 
a eens Crenig.eeeeecal radia stations were occupied by 
police® and were only permitted ta transmit music and 
commercial anauncements. Un December 2, with the 
sunnier: Of Six E€hiets of the armed forces, Colonel Perez 
Jimenez proclaimed himself provisianal president. As 
Gescribed by the New York Times: 

What happened in Venezuela these last few dares 


omes as a shack ta all whoa cherish the grawth of 
mocracy in Latin America. The shack i2ona ]es¢ 
eat because the leader af the militarsr junta, 
lone] Perez Jimenez, appears tao have done just 

What everwone expected. He took several veare to 
arrange an electian for & canstituent Ae as 
thought he had it sewed up, and then, when - 

2 eiteeee thie amy Crecdible figures ~ he saw that 


he was losing, he reacted in the ol@=fasvenedene 
and 1S Petal ming Power sey eet 
This is not the way that he and his somo pe 

explain what happened. According ta them, the 
electoral tide, which was running at tial sapaeeeeeeer 
to one aqainst them for at least one>t hil ree 
Votes, tack a sudden turn and qave the Government 
qroaup (the FEI) a numerical Superiority. Thereupon 

although even the total claimed By the clique 
represented less than 30 percent of the electorate - 
Perez Jimenez, "By decisian af the armed farces," 
proclaimed himself provisional president. Yet, 
according te the electarial law Which the wimmees 
itself drew up, the constituent sassembPl> Bases 
choose the provisional president an Jan 100RRerae ae 


The road that was to have been opened by popular 


ae 


election for canetitutional government remained closed. 


From ifas ta loo Ferez Jimenez imposed a strict 


dictatorship an the country. The wealth GF oie ecrieeee 


Broaeught imcreased prosperity for a few, mamely the 
giceé CAtOr and ees cocl ates. The comman Venezuelan saw 


a decrease in His standard af living and his freedams. 
Same sacial programs were reduced while athers were 
eam meted. 

The freedem for unions to organize and ta Baraat 
for Better wages and working conditiane was taken awa 
fram the Venezuelan people. The workers and peasants 
had lower living standards than in 1742. The real value 
of the workers” wages can be shcwn as their purchasing 
power, as determined by the cast-of-living index [Reta 
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Fiqure @ - Venezuelan Warkers’ bLlages 1°45 - 1°52 


The situation of the primary schools as revealed in 


1754 was di 


astrause. There were ane million children tn 


Venezuela aged seven ta fourteen. Of these, only 


440,797 attended schoal, less th 


mn half of those 


fe 


mergrole tor frimary schools. The remaining 360,000 
added ta the qrowing nmumber of illiterates. Although 
Ses cifrth rate in VJenezuela was “35,000 children per 


year, their attendance in orimary schools decreased 


The Venezuelan dictatorship showed the same 
incompetence in other government activities as in 
megeation., rroam 1lr45 ta ldo, the agricul tural 
praduction had shown tremendaus increases. Thit was 


mengeiy die to the Building of irrigation channels and 


aeminigertatican of agricultural machines. No irrigattoan 


tel 
“40 


channels were built during the dicé tater Sin ge ee ee 
delaying any possible increase in agricultural 


production Oy wat least Five esc. 


I. A DEMOCRACY THAT LASTS 


Un January 23, 1°38 the armed taree = suman 
overwhelming popular support, austed President Ferez 
Jimenez from government atfticée and farmed sean 


comprised of two civilians ang three mili tarpypeeee eer 


itt 


The junta made Known their main objective was to 


eS 


TT 


tablish x honest, demeecratic gaevernment. — fia 


liberties were restored, censorship was removed and 


political prisoners were rel 


T 


ased promptly. BPreceaure 


ut 


tor democratic elections Were established olpenie 
Under the election guidelines, national elections wane 


be held every 3 wears to elect the President and Membere 


mm 


at (CoOhere= =. The state legislatures, and the city 
councils would be directly elected. The President coum 
be elected to anly ane term and could mot be reelected 
umtil 10 vears following the end at than were 

Elections held in December 1755 chase Romula 


Betancourt, candidate of the Accion Demoacratica party, 


ac Fr 


it 
if 


ident of the Republic. Under Frees teaae 


Betancourt the government inaugurated a program toa 


fil 


fade Agr iamitare mim lement industrial expansion, 


and provide educatianal apportunities for its people. 


TC 


The steady growth of the manufacturing industry was 
ake, Tater ihearver=itrimag the Venezuelan ecanamy. 
The average annual growth rate of manufacturing tor the 
Cems tel elo eoenaS Fat 


Meceh ime 2s oOo-T eins 4,6 fercent, and 1? 70-73 was 7.9 


Pies tred&te ts im the textrre industry increased hy 
S-VepeTeegtebewitech aieao and 1770. This not only 
provided much needed jobs for Venezuelans but also 
reduced the amount of imparts required. Locally 


manufactured goods satisfied a lar 


et 


er percentage at the 
Gomestic market requirement. 

Seapets lhdtimvumeeivas established imel?aé6, not oniy 
foeer the stimilus atewmoart—-substitians Gut also ta 
Keep pace with a rapidily expanding demand. bm tro’ 
paper production in Venezuela was * thousand tans. By 
1744 productian had increased to 135 thousand tone and 


ital 
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os 
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mel 
ray 
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ct 
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gd 220 thousand tone (CRet. 2 irs 


T 


fine ex pansianeat the steel industry marked a vital 
stage in the transition of the Venezuelan economy 


fowards the industrial age. Wenezuela had two resources 


J 
ctr 
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that felped advance the Pauses, ake abundance af 


mI 

if 
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a | ow and large 
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ry 
or 


hedroelectric power availabl 
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Wwe udnaae wl Tr chmeere. The Prerewe = ich 


in 19°58 was 40 thousand tons. With the Gong cienee. 
the Orinoca steel plant in 1762, the Pred tiem oe 
4625 thousand tons in 174635 and t@ 724 th@vSahoe oe eee 
Sere. Some af this steel was destined for the world 
market Wis 400 t Sayre teense 


Wenezuelan petraleum had a 


hial+ the hag Pa rts ifn 


expa 


periad,. ist 


wer la it, if 


olis fram 


ouvyet Upni-anay 


ete iGiG Ss eh) aes 


cambined actian 


the 
ubstantial 
su) Peep peel ie 


the Middle 


Cie — fel elmer 
petroleum 
etatianary 


Mpeinet S 


ccounted far Mare vt 
immediate post-war 


BE af the 


iT! 


GicsiG ee 


Eas an 


MWenezuela’s share wa 


1740 and to one-tenth 


exports ta thewmilnitces 


late 13750’s 


s( nc 


ijt 


imposed by the United 


of these factars accaunt 


for the fact that Venezuelan exports, whose volume had 
imcresced br S14 in the 17502, increased Gy San ae 
the 17460°%s. At the Beginning af the 1-73 = eee 
Venezuelan gavernment, in view at the Fi Se hea) pee 
and the inadequate increases in their reserves, placed 
limitations on praductian by establishing maximem eiaee 
levels Below those placed Gy UPEE Chet yea 

Frasident Getancaurt wae the first demacratical ly 
elected president ta camplete His term ef art ecu 


fy 


presidents that followed him would be demacratically 


ec ced. 


Raul Leoni, alsa 
was elected president 
af the LComite de 
Independiente CCOPET) 
merceh L747 
peaceful 
Memieeical party. 
President Caldera 


Pear 


tL 


nores a 


Tt 


7% 
eH i. 


Betancourt Interior M 
returned ta 


President. 


VimeolrientaagmiiniSstratian, inaugurated in February 
1734, is headed by President Jaime Lusinchi. The new 
administration tock oaffice while Venezuela was in its 
worst economic crisis in aver a decade. The e#canamic 
Decline appears to have Battomed aut. 

The country if gradually adjusting to the need ta 
live within & reduced oi) income Cdown 30 percent since 
feo. and without mew foreign borrowing. Heavy 


amertc—term borrowing 


mepah t i eases ees) = I au 
Une was a large ehoart 


Was declining toreign 


af the Accioan 


Irqan 


inauquration marked the 


transfer of power 


This helped ta stablize 


We tern 


power when 


Demacrati 


Gopi’ . 
ihe as . Preece ose Rafael Caldera 
izacion Fommeica Electora} 


party was elected president. Hi 


country’s first 


ta a 


Was succeeded br AD’ s Carlos 


Pater per tician and tormer 


ies tenuis e 7 COPEL again 


Luis Herrera Campius tecame 


in 17F80-S1l and massive capital 
GqQqvetouernie Gaulmtr,y tye prob) ems. 
Seer tape law gent and the other 
hese wes, Tin February i ro3 


Ol 


president from another 


S 


the demacracy. 


Venezuela implemented a dual exchange system alang 


wi th 


import and price controls tm order toa Malt yee eee 


reversed and 


= 
ne 
tis 


in foreign reserves. The decline 


Venezuela’ s foreign reserves have grown ta over £12 


billion. Oue to the import restricti ans. Simp meee 


have 


dropped from #15 billion in 1982 ta $6.6 Bae 


5 
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co 
if 


The Key to rebuilding cantidence in the Venmeziieiag 


economy if rescheduling its maz 


Ve fareiqn debt. 
private sector’s foreiqn debt 1] 22 Bi Piioneeieeee 


about 27 G1 aeiiigene 


afi 


public sectear’s foreign debt | 


Venezuela is holding negatiat 


rE 
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heduling ot these edet 


af 


J. GEFENSE SPENDING 


The role of the military in Ane Government epee 


Iimeartant part in the design and makeun Ofeit te 


vil 
if) 


Forces, For many years, Venesue) Aner g 


were based on thier need for “tnternal defense". 


il 


e expendi tur 


The 


the 


ons with foreign banks on 


itary 


mat unmtil the jlate 17350’s that Venezuela decided ther 


required ani 
cancepts vary qreatly in theif Cust ao enn 
Sllocatians tea particular Series ape ten 

When the role of the Venezuelan militarr was 


canfined to maintain law and order 1h Clr ieee ee 


an 


defense expenditures were relatively small. The major 
appropriations were far hand guns, rifles, ammunition, 
Teenie» Cay. the need for, and the size, af the 


air farce wa 


uw 
it 


Toe] Samed 1m the late lyvaogs. 
Wenezuela saw a meed for external security when 
border disputes with Guyana and Columbia surfaced. The 
requirement for external security for Venezuela still] 
remains tadary due toa Cuban rebel tnsurqgencry activity. 
The border disputes required development af larger armed 
forces, organized and equipped on a more professional 
level, and hence considerably more expensive. The 
financial impact of expanding the air tarce and navy was 
ere cuiari« high. Major appropriations were for air 


Efatt, ships, advanced schools and tncreased military 
3 : 


nL 
EL 


pay. The role of the military had changed as had it: 


Wi 


ect as Shown tm Figures Y and 10 {Ref. 1]. 
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PREVIOUS 


STUDIES 


Given this background of sacio-political devel oomen tomes 
VYenezuela, the main issue addressed Er this thesis is the 
extent ta which the pattern of Venezuelan military 
expenditures are unique ar to the extent to which the» can Be 
explained by» comparisons Gf the patterns Grom ieee 
expenditures in ather developing countries. 

Relativels tew empirical studies have examined the 
patterns of qovernment spending policies af developing 
cauntries, and in particular, the amount amd foie cured, 
government Budqet=s allocated ta detente. In an early study 
Martin and Lewis analyzed the size and composition Gt fiiame 
expenditures and revenues of 146 countries, 10 of which can be 


classified as developing countries. PubBlic expenditures were 
divivded into current and capital expenditures, and terezie 
group a functional classification was made. The study found 
that for current expenditures that wealthier countries spend 
more than the poorer countries relative ta GNP on detense, on 
the public debt, on social security programs, and on toca 
agricultural subsidies. The relative importance af the 
remaining government expenditures wat not related ta per 
capita Income. 

The study by Martin and Lewis was one af the tirst 
empirical teats of "Wagner’s Law" i.8. the @x Smee 
positive relationship between the size af the public sectar 


G1 
mo 


ei  t 


ce 
ot 
rr 


Tr 


wot 


(ye 


and the level of economic development. Wagner 


qories, 


a) 


public expenditures could be divided into two cat 
security and welfare, and that security expenditures were 
bound ta increase with the qrawth of the "progressive" estate 


asoarmies became larger and more capital-intensive. In 


+ 


i! 
wi 


addition, further intrastate conflict between individuals was 


Generated Br industrializatioan, ed 


cessitating increas 


TH} 


~ 
Th 


Galice cantroal. In a similiar manner, welfare expenditures 
would alaea incresxete with the level at ecanamic development as 


the state gradually taok on many of the private sectar’ 


Wh 


Cy 


fermer resoomsibiiljties such as education and puBlic health 
Beet lol). 


te 


nt 


A more comp] ta Law can bes in 


‘Tr 
are 
wi 


ement at klaqner ” 
Me v= (mee Countries, publIG sector activities and 
Peaeemattures graw in relative importance as real per capita 


income increases. Accarding to Wagner, there are essentially 


three reasons to expect expanding state activity and 
expenditures. Pitot the tate shbasotosexoand. its 


ami ri 


trative and protective functions because af the 


Increasing complexity of legal relationships and 


communications. Secand, the state has to expand ite roale 
because of the increase in general public services required 


Peaneinecreasing|y attluemt saocietr. Third, increases in 


iT 


IT 


population and urbanization require higher public expenditure 
On Jaw and arder and economic regulatian in order to maintain 


the efficient aperation of an increasingly complex ecanomr in 


“5 
35 


the rising frictions of urban life. Waoner alsa predi cee 
expansion of public expenditures on education and the 


disterbution of imeamen 


The final @#lement in Wagner’s framework is that a: 


aut 


industrialization progresses, technological change and large 
scale investment expenditures require larger amounts aft 
capital than the private sector can provide. Therefore, the 
state must provide the necessary capital to finance larqe 
scale investment prajects. 

A major test of Wagner’s Law was undertaken by J. BR. Lotz 
in 1770 CRef. 17]. He investigated several components of 
public expenditures, of which defense spending was one. He 
performed a factor analysis of 37 developing countries (ieee 
mid-i?60s cross section data) to conclude that defense 
spending was not closely related to the garticular sStageueam 
economic development of these countries. Lotz explains this 


by using the hypothesis that there exists a EGertain mien 


Th 


Size for a military establishment, determined by technical 


factors. This implies a minimum level of defense spending 
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size af the national income. He stat 
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that smaller, poorer mations have therefore been obligated t 


spend more than their fair share on defense Because at the 


tear of possible mabilization ot ather wealthier states. 
David Whwnes performed a study in i??f/7 that was similiar 
to Loatz’s (CRef. 18]. Whynes” conclusions supported those af 


lotz and Wagner’s Law. The results sre Got) poapeeet eee 


etrong however, suqgesting ane or more pertinent factors may 


have been excluded. 


&. VENEZUELAN FOREIGN DEBT 


ae eG ime | pl 


iT 


, foreign debt represents a liability tor the 
borrower and also produces an asset. Unfortunately, this was 
often mat the case for Venezuela. Same of their loans were 
not well invested while others were used to increase detence 
expenditures. As a result, the ratio af external 
debt-service ta export goods and tervices race sharpl-. 

mere ctl arices amd the rise of "Capital Flight” from 


Venezuela added ta the problem af an increasing foreign debt. 


By 1753 the external debt was equivalent ta Gd percent of 
See. e Wolllad have required SS percent oft its exports ta 


serujce the external dett (Ref. ole 
The thesis developed below is that previaus attempts ta 


explain detente expenditure patterns using cross section data 


fee failed because they did not include 4 profile af 
external debt and the relatianshio between debt and the 


financing of defense expenditures. Br incorporating external 


debt and the financing of detense expenditures inta the crass 
section analyrztis, the studyr provides valuable insight inta 


the parameters necestarye for a more detailed, time serie 


aft 
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The analysis will attempt to prave whether e€x terns eee 
wWtll help im explaining a siqniticant part of the Gat tepgee 


defense spending in VenezuelaY This anal vsi 
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section analrsis caonmeistent with Wagner’s Law. 
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nated in chapter III, previous studies using 


sectian analrsis did not coneider the effects revenue 
Sopetraints and external ftimancing Blayr in government 


spending decisions. That such constraints exist for 


developing countries has been stressed By Walter Heller (CRet. 


eu). 
In the following section an attempt will be made ta gain 
some understanding of the effects of revenue constraint and 


ex fer: 


i 


ese ede wan thesoattern at military 
expenditures in our sample of developing countries. 
pomeleilar attemtion will Be givem to how these factors 
imfluenmce defense spending in Venezuela. 

The data base u } analysis ditterse 


ed for crass sectians 
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from those used in previcus independent studies in two 

iota t=seriTet, the sampie is much iargqer. The Initial 
data base contained 76 developing countries. Second, the 
Paes ase COMPhhSes Death econamic and socio-political 
Variables. Economic variables were taken from the World Bank 
data base (Ret. 21] and the International Moner Fund (Ret. 


fee he Political and social indicators taken tram the 
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Yale Data Base CRet. 22). The military expenditures were 
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taken from the U. 3S. Arms Control and Disarmament Agency 
Ret eo). 
In order to formulate relatianship=e Getween mil) tame 


expenditures and specify dimensions of the economy, factor 


is allows fone 
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analysis Wat used (FPef. 25]. Factor analy 


vera)] variables into a smaller number wen 


Te 


Fiat We mln cee hee 
linear combinatians of the Mariaples. 


Thirty-four variables for each country Were maiseume 


qu 
ft 


imputs inte the factor analysis. fhe results Brees 
arthagonally rotated factor pattern, Table 1, inditeatequeanes: 
77 percent af the observed variance in the data set Cou 
accounted tor Gy cevetmdt ac Cem. 

Forty countries Were fe earine in the analysis. The 
remaining 26 were eliminated from the factor analysis due ta 


necessary data mot Being available. The loadimg= Gf eae 


thraugh So. 


be 


cauntry on the seven factors 12 gi Veni ae 
Each factor represents a “aiftterent emerson seneee ne 
underlying ecanomic debt conditians experienced by aur sample 


of zountrie 


Tt i838 imteresting to mote that Venezuela does moat alwars 
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place at the high or low end of the sp 


{rue of the other  cualwtrics. Thiet leads to & concls! Greens 
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factor scores alane, although suggestive, are nat suff) Cie 
ta group countries as high or low detatoars oP] Sie eee 


conceivable catagorizatiaon based an the sample af economic 


Variables included in ane analyrsis. Nor i¢ it clear tram 
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HaGcOrms 
} 2 j 4 . A ? 
fapiiifacina [38peitoeina Ese foggionar FRAT eam els 
Variables ‘Onsumption eas fe be ee in ee! ae ao yah 
Gross Inflow Public Loans/ 

Exports 1982 97° 0 -14 8 2 =Q 5 
Public Debt/ Exports 1982 96° 3 -13 2 -4 = 4 ~6 
Resource Balance as & of GDP 1382 94° on l -14 - 7 7 
Growth in Public Consumption 

1970-2 92° } -5 4 26 -7 2 
Public Fxternal Borrowing 

Commitments/Fyports 1992 91* -4 -13 B Zz -ll aa 
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PDPB 350 bis, 19.20 
ZB 4,19 1.09 9,50 
DSF8 1%.10 15.00 T2250 
PDFA Le 00 21220 10.40 
Other Vartablas 
YEY 4.20 3.60 5,10 
INPPER 1793.20 1066.70 449.20 
MEP 147.0 57 a70 22 3, 0 
GELB 14,10 13.40 Ton) 
A> T1210 JA9.1N 82% 3,90 
ECI8FR = Gross Inflow of Public Loans 1982 Divided by Exports 1£9°2 
PLB = Fxternal Public Debt 1°92 
GIRB = Gross International eserves 19%2 
POPB = External Public Debt as a Farcentage of Gross Domestic Product 194? 
zB = Average Annual Growth in Imports 1970-92 
DSEB = Dett Service as a Fercantagve of Fxoorts 192 
PD PA © External Public Debt as a Percentage of Gross Domestic Product 1970 
MEY « Military Fxpenditure as a Perceantaze of Gross National Product 1991 
SMPPER © Pear Capita Gross National Product 1°82 
MEP = i{litary Exrenditure Per Capita 1 Al 
SELB = Lefense fxpenditures as a Percentage of Total Government Pxoenditure 
MF, = Total Military Expenditure 1991 
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Total 
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Equation 








Independent Variables 


Economic Variables 


Statistics 


GEO0B GDPB PDA POP PBCB GNPPER ECNIA PDB DSEB nn DF 
1 ME81=0.46 0.497 os 
(4.88) (3.97) (2.84) -704 30.91 42 
2 0.4947 0.46 Ooi 0.06 
€4.87) €3.79) (2254) 400455) -706 22.85 42 
3 0.96 O.72 0.40 —02.37 
CSi 28) G3i0S) 2637563) (=2, 78) 7904 29.13 42 
4 0.46 G.62 0.46 —On 33 O.ls 
(3.70) (4.4994) (4.17) (=2,.57) 2,35) 78? 27.00 "an 
a 0.47 0.40 0.30 O72) 
CS. 13) €3.833) ~©3.496) C2Z..55) .7090 27.84 41 
$ O47 0.50 0.493 =O eles 
4.836) (€3.81) 2.19) €=0.461) ~706 22.70 42 
Z 0.45 O71 G2 37 = Oreo O67 
(5.14) (4,71 9203.27) C= leo) (0.41) 72. 22.83 42 
8 0...47 o2o0 O33 = Oise 7 
(5.09) (€4.31) (2.949) C~2.0) .732 25.27 4 
4 0.46 0.61 0.44 =0.45 9,13” -02ks 
(93.50) (9.27)> (3.66) C=17,42) (0.42)¢-2.29).790 22.01 41 
Notes: See text tor definition of variables 
( >) = t statistic 
r- = correlation coefficient 
F = F statistic 
DF = degrees of freedom 











Baced on regression equation: 


ME81= 0.46GED8 + 0.62GDP + 0.45PDA 
(9.4949) 


C3. 70) 


(9.17) 


Below = Countries whose Actual is 


Above = Countries whose Actual 


- 0.33P8C8 + 0.19°GNPPER 
C=207) (2.35) 
less than 95% of Predicted value 


fame. 1 7 
Total Military Expenditures , Total Country Sample 
Actual/ 
Country Actual Predicted Predicted Placement 

1. Uganda 7 1738 <O5o0 Be | ow 
2. Rwanda 21 201.5249 .0835 Below 
3. Senegal od 926.875 ni2ee Bel ow 
4. Bolivia 196 fio? 1651 Bel ow 
3S. Liberia 36 207.295 eer Se Below 
6. Paraquay 78 925.798 1832 Bel ow 

7. El Salvador 116 556.296 - 2085 Be] ow 
8. S8urma 209 812.653 Feo Be 1 ow 
9. Trinidad 42 62.577 weoos Bel ow 
10. Ghana 141 Our. 737 ~4935 Be] ow 
11. 2imbab 419? 795.108 so270 8elow 
12. Dominican Rep. 104 133. cs. oD607 Be low 
13. Uruguay 363 603.748 ~-6012 Bel ow 
19. Srazil 1837 2965 -6196 Be low 
io, Eeuador 296 453.939 Poaceae Be 1 ow 
16. Kuwait 1259 1876 466849 Below 
7. Sudan eos 917.592 eOov el 8e | ow 
18. Mexico 1196 i7Aie3 - 69°82 Be | ow 
ry. Jordon 874 i213 av 200 8el ow 
20. Tunisia 228 261.972 267 20 Below 
2i. Chile er BEE) .8828 Bel ow 
22. India Dio! 5787 - 8901 Be | ow 
23. Kenya 198 22e-ses 8906 Below 
249. Philippines 848 829.092 P0291 
foe tanzania 277 27a) 1.07498 Above 
Zo. Syria 2937 2252 1.0s21 Above 
27. Thailand 1335 1089 eee Above 
28. Venezuela LOS? 892.796 Pa 2ooo Above 
ee. opain 83655 2817 Pa2Ze7 Above 
30. Israel 9374 32492 1.3492 Above 
31. Korea 4157 2943 eed ie25 Above 
s2- Car 14 9.285 1.5078 Above 
a3, Morocco 1080 698.5849 1.5460 Above 
39. Argentina 3186 1921 1.4585 Above 
So. Indonesia 2867 1511 1.7776 Above 
36. Peru 1026 569.440 1.8013 Above 
Sev ueemalaYysia 194946 336.720 2.6941 Above 
Notes: 


is greater than 105% of Predicted value 


A step wise regression tar the goraup | countries) Wee 
1S, indicated that the aerder of impertance ee eee 
affecting total military expenditures Was? {12 Stiewa eee 
debt in 1782 (PDB; (2) the population tor 17225 0Fue ee 


re 


=F 


e share of military expenditure for 17981 inthe 
government Budqet (GEDE); and €4) the net flaw oft Sx tenes 


loans in 19°70 CECNIAD. As with the tetal country Esmp eee 


deot service as a percentage af exports in 1782 (GSEB ee 


statistically siqnifticant and neqative. The Best equatian an 
Table 15 far estimating military expenditures was number f-. 
Thies equation was expected ta explain F4.5 percent of the 
fluctuations in military expenditures. As might Ge expense 
the public deBt in 1782 (PDE) had the high*st cearrevatten 
with total military expenditures. FOE was mat Stati=t (ieee 
Sloniricant tmethe tetal Gummer. eam ee Interestingly the 
public debt in 1°70 (PDA, which was important im exp gee 


the pattern of military expenditures tar the total “cea 


tatisti ls 


Giese (a as ant 


iqniticant efor Gmetee 


it 
m1 
‘je 


%, 
it 
= 


countries when the regression equation includes population 


[oo 


{POF} and net external capital inflows far 17708 ee ee 


Regression equations for group Il cauntries, Table eee 


it 


with the twa previous Groups praduced = pas lies eeme 
statistically significant relationship With thes hopes 
military expenditures for 17351 im the tital gavepiieae 
budget. The arder of importance of Variables affect 1 iq eee 


military expenditures was: C1) the gress dames eo, eee 


Table 18 


Determinants Of Military Expenditures, 
Geovemieecountries cconomic Variables 


(Standardized Estimates) 





Independent Variables 


Statistics 





Equation 

GEDOB POB GOPB PDA POP ECNIA OSEB GIRBY r¢ F OF 
1 ME=81 0.25 0577 

(2.99) (8.29) S562 77473 27 
2 G5 .27 0.72 0.09 

(3.16) (7.58) (1.149) -868 32.92 27 
3 0.24 0.99 -0.07 0.54 

C3.13) €4.19) ¢€-0.77) (3.14) ~709 44.36 27 
4 Gaza 0.49 0.47 0.28 

(3.34) (€4.22) C3325) (2370) 707 56.92 27 
=) O.20 0.36 0.26 0.60 

(2.96) (3.01) (3.29) €49.14) 922 68.494 27 
6 0.20 0.35 Oo. O0. O.27 0455 

(2.88) (2.96) (0.22) (3.00) «2.095 SOLA oe al a wee 
7. ia22 O26 O 227, 0.45 -0.19 

(3.69) (€4.50) (4.00) (3.36) (3.01) 7495 72.971 26 
8 On 2 0.38 0.36 0.53 O arlee 

(3.43) (3.36) (4.15) (3.83) C2217). 736 °69 59 27 
Notes: See text for definition of variables 

(>) = t statistic 

r2 = correlation coefficient 

F = F statistic 

OF = degrees of freedom 
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(Standardized Estimates) 


Equation 


Group 


ag 


Countries 


Table 


a 


Ley 


Determinants Of Military Expendeitameer 


Economic Variables 


Independent Variables 


Statistics 





GEOB GOPB PDA PDB PoP P8CB ECIBE ECIB re fF oF 
1 ME81= 0.67 0.76 

285) (32213 .507 6.18 14 
2 0.52 0.83 0.5! -0.61 

€2.57) (2-90) (2380-2 41D .735 6.98 14 
3 0.48 “tsi? 3739. ~ =teso -2.48 

(3.70) €35.61) (4.49) (-5.13) (-3.89) .901 16.45 14 
4 Daa, sade st 2.73 -1.44 -1.86 £-0.25 

(3.95) (4.93) (4.05) (-4.04) (-3.17) (-2.35) 941 21.55 14 
5 0.99 0.91 3.06. =) 6465 wees ~0.29 

(4.71) €5.04) €4.96) (=4524)5¢-4512> (=2.44) .744 22.32014 
é 0.51 1.05 3.39 -2.99 -2.38 -0.26 0.79 

(6.06) €&.67) ¢€6.54). (=4, 779C-51 495 (-2.72)(2.31).968 30.40 149 


Notes: See text for definition 
t statistic 
correlation coefficient 
F statistic 


¢ ) 
r2 = 
FE = 


OF 


degrees of freedom 


of variables 
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[ave b ecm tie sudbilwe external debt tn 17/7 (PDAS; (a> the 
Slate cnetiimsh yee x pemaettures for 1751 in the tatal 
gGoverrnment Budget. Pion Camirast ta group 1[ countries, 
ew: Hehe ine leoe KPORY 1s highly significant But is 


negative for group TI countries at ifs the population FOP: 


To 


wl 


Femi tC eCxmenrial Borrowing commitments in 1782 CPECE). 


r 


Geade li Sceatigtiries grescenmt a picture of cauntries that 


borrowed heavily in the early 17/708 in oarder to facilitate 
military expenditures, But for ane reasan or anather ceased 


mileamoattern tumerd the end af the 177s and early Iyaus. 
arcu fo countries hewever appear to have used external 


= 


Petal {mrlaws toward the end of the 19705 and the early 


— 
“$4 
ey 


SCs. a means at increasing the amount at funds allacated 


ys 


00 
es 
10 


mememilitary spending. 


or 


ems = eee Tanle 1S for ectimathng military 


rhs 
Ww 


expenditures was number 4&4. This equation w expected ta 
Pei so.c Percent at the flucuatians tn milittary 


expenditures. A camparison of actual values versus predicted 


L 


tu 


B 


Walues, USING equatian number &, is shown in Table 2. 
Wenezuela°s predicted value was within one halt af core 
percent at the actual value. 


Comparison 


Ot AGibuc 


Table 20 


ee, 


Predicted 


Values of Tota} 








Military Expenditures, Group TT “CeGgne we 
ActualZ 
Country Actual Predicted Predicted Placement 
1. Rwanda 2 463 0453 Bel ow 
2. Mexico 1196 1484 .8059 Bel ow 
3. Kuwait 12354 1524 ~8229 Below 
4. Syria 24937 2? a .88495 Below 
>. Jordan 874 9355 7196 8elow 
6. India aio S220 -9868 
7 Spain 3655 3670 Pde dha 
8. 8razil 1837 1844 7952 
9. Venezuela 1059? 1048 oPPS62 
10. Korea 4157 5023 1.0333 
11. Indonesia 2867 2706 POS: Above 
12. Argentina 3186 20:18 1.0918 Above 
13. Thailand t355 1069 1.2488 Above 
19. Philippines 838 35.1 2.9097 Above 
Notes: 


Based on regression equation: 
ME81=0.52GE08 + !.04GDP + 3.3PDA - !.98P0B - 2.38P0P - 0.29ECISE + O.38ECNI8 


(6.13) (6.68) (6.499) (-5.57) (-5.499) €-3.09) (2.23) 
Below = Countries whose Actual is less than 9S% of Predicted value 
Above = Countries whose Actual 1s greater than 105% of Predicted value 


In summary the basic regressian equatian far toatal 
military expenditures shaws the following differences by 


sample group: 





GEDR Re PDA POP Gere GNPRPER 


ost a + C + 0 + zn 
Braoup f + + C1 1p Q C 
croup [I + = it = + QO 


meaguGe il - Summary Of Regression Equation For Tatal 
Military Spending 


eee = | + = Statistically Siqnificant With A Positive 
Signet ihe Fan Level 
~ = Statistically Siqnificant With A Negative 
Sign At The Fan Level 
Ve boet ete Greatly Insel Qnit! cant 


The r ct 


iT) 
tLe 


ci 


sults, therefore, lend support ta the id 
testing development countries as groups based on a common 


Seeaenmtca emViranment rather than as a 


1 
ot 
= 
ve 
Ww 
ry 
= 

Tl 
T 


The second measure af military expenditure examined was 
figeltaryY expenditure per capita, the results of which 
confirmed the splitting of the developing countries inta tue 


groups Based on comman economic environment. A factor 


i 


fear sis ar the total cauntry sammole showed that military 
Spe Mogitures Ger capita loaded anly moderately an one factor 


peels cfs) This was factor ¢, public external debt a: 


A 
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Table 23 


Obl iMemnac temmmattennemeconomic Variables, Military 
Expenditure Per Capita, Group ITI Countries 








Factors 
l 2 3 4 5 6 
Br extgagal xternal of iti Pary eee vreraade ine” 
: Gitscreamikeressies’ CeaLieerion 57H | PrPorts 
Variables —— B89 §61-°P ® 
Interest Payments on External 

Public Debt 1982 100°¢ -6 2 10 -15 -4 
Gross Inflow Public Loans 1982 100* 0 2 7 =5 7 
Total Public External Debt 1982 Q4° -l 3 4 15 4 
Public External Borrowing Commit- 

metns 1982 2 2 =3 34 7 ] 
Repayment of Principal on Public 

External Debt 1970 76° 3 -4 -38 15 15 
Interest Payments on External Public 

Debt 1970 69° 3 -14 - 36 26 7 
Repayment of Principal on Public 

External Debt 1982 69¢ -13 a5 20 20 -1)1 
Debt Service on External Debt as % 

Exports 1982 Go 9 30 -13 -5 -32 
Pesource Balance % GDP 1982 58° -35 9 -19 . 16 -14 
Current Account Balance 1970 -ABe -4 He =12 =5 -28 
Public External Borrowing Commit- 

ments/Exports 1982 0 B2* =21 -] 1 -15 
Average Maturity Public External Debt 

1982 -42 aa* -8 1 29 9 
Public External bDebt/Exports 1982 27 69* -1 -45 19 re) 
Gross Inflow Public Loans/Exports 1982 31 56 * 8 -33 le -9 
Terms of Trade 1982 43 -51°¢ 2 26 22 -18 
Gross Domestic Product 1982 45 ae -48 -10 i? 9 
GNP Per Capita 1962 j -71* 18 -36 -28 -) 
Gross International Reserves 1982 -32 -73°* =) 3 es 29 -24 
Gross International Reserves 1970 0 ~77* eS =o ] 9 
Public Consumption as % GNP 1960 - 26 -8 30* 17 34 17 
Tlubtic Fxternal Debt % GDP 1970 4? %6 La 0 6 0 
Exports ® GDP 1982 3 -?}3 68% 31 -9 2a 
re Inflow fublic &xternal 

hoa /Gbe LOH 38 Zi bt 14 -17 14 
Public Consumption & GDP 1982 19 6 60° -23 25 12 
Military Expenditures Per Capita 
me 791 -9 -31 Se -39 ~14 2 
Current Account Balance 1982 -23 i + Tada Snar=7 | 9 #«|+;|. “caja =. sp 
Private Consumption as % GDP 1982 -2) 20 =7|* 4 -9 22 
Growth in Imports 1970-82 Ley 6 -l]3 aR * =4 a4 
Public Consumption Growth 1970-82 -2 w5 0 Bee 7 0 
Private Consumption Growth 1970-82 14 alee 37 iil 3 -19 
Net Inflow Public External Loans 19706 20 l 0 J 90° l 
Total Public External Loans 1970 19 6 -18 -18 ra" Ll 
Public External Debt t GDP 1970 8 11 35 32 70° 10 
Gross Inflow Public External Loans 

1970 52 2 -2 nla (oye 8 
Growth in Exports 1960-70 -7 -6 24 1 iz 84* 
Growth in Exports 1970-82 zl -7 20 -34 l 82* 
Private Consumption %8 GDP 1982 13 29 -47* 18 j 59° 


i) 


Table 24 


Determinants Of Military Expenditures Per Capita, 
Total Country Sample, Economic Variables 


(Standardized Estimates) 





Independent Variables Statistics 
Equation (MEPS81) 


GNPPER CAB PCB ECNIA POPB EGS GDPB GEDB GOB POB r2 ¢F oF 





1 0.32 0.75 
€4.492)¢10.15) 

2 O.29 Oza O21 
(4.609¢12.069¢(3.41) 

3° 0.28 O.77 . O22 O219 


~730 67.84 52 


~-839 72.12 46 


€4.98)9¢613.82)¢3.849)¢3.38) -869 70.06 46 
45 0.23 0.76 0.31 0.17 =-0.14 
€3.994)¢613.9497)¢6494.39)¢(¢3.21)¢-2.06) -882 $61.22 46 
370.25 0.77 »0.29" 0214 2-0.12 05-12 
€94.52)¢14.27)¢64.90)(6¢2.66)(-1.86)(2.29) -896 357.19 46 
6 0.28 O27e “0222 (“Orl7 o.0s 
€4.78)¢€12.20)¢3.23)(2.41) (0.43) -870 35.08 46 
710263 0.29 Oso ‘ 
GZ kD (3.09) (3.65) -787 40.83 36 
8 0.83 0.30 =0 238 
(49.91) (2255) (=| oop ~-697 27.71 39 
0.28 0.78. O222 0.13 
€4.67)¢612.71)9¢3.469) (2.11).850 SY .Sigee 
LOMO ee Be 7o © 0s -0.17 0.2 
€3.61)9¢12.51)¢4.43) (-2.26) (2.13) .866 533.36 46 
Notes: See text for definition of variables 
( ) 424 statistic 
r2 = correlation coefficient 
F = F statistic 
DF = degrees of freedom 











Table 2a 


Military Expenditures Per Capita, Total Country Sample 
Actual/ 
Country Actual Predicted Predicted Placement 
1. Rwanda 3.962 113.482 -03499 Bel ow 
ia India 7 a 3GU 199.503 wWs7s 8e | ow 
3. Tanzania 19.927 183.659 0786 8e low 
4. Jamaica 149.348 £782117 -0806 Be low 
5. Panama 13.500 138.394 -09 75 Bel ow 
6. Kenya liao 9 95.773 ~1209 Be low 
fs Indonesia 18.581 142.905 «1 30'S 8el ow 
8. Malawi 5.968 43.122 1384 Bel ow 
9. Liberia 18.000 129.965 -1940 Bel ow 
10. Ethiopia 13.600 Sines | sié/72 8e low 
11. Ivory Coast leacos 62.912 ey 07 Below 
12. Mexico 16.634 66.962 2984 Be low 
ts. Zimbab 53.038 199.006 foooF Below 
19. Mauritius a7 2553 104.454 23974 Bel ow 
15. €1? Salvador Zoek, 66.254 - 3806 Below 
16. Algeria Ii oa 23oao7 7 Paoo7 Below 
17. Morocco 50.000 126.109 ~ 3965 Sel ow 
18. Tunisia 349.030 69.8694 -4871 Be | ow 
19. Venezuela 62.663 118.7205 —MoL2eS Below 
20. Chile 104.911 133.771 ose Below 
21. Argentina Pri.0 10 193.741 “7723 Bel ow 
22. Kuwait 836.000 987.910 -8962 8e low 
ZS « Saudi Arabia 2110.000 2028.000 1.0904 
29. =Jordon Zi 3aale] 293.730 1.1206 Above 
25. Greece 260.7273 220.175 ia 20.7 1 Above 
26. Korea 103.4666 76.012 Pasose Above 
27. Malaysia 101.119 68.533 1.9755 Above 
28. Uruguay t2oe17ec 83.36. oul > Above 
2?. Thailand 27.2413 17.900 Pras! oO Above 
30. Peru Seat lt 29.327 1.83Ts Above 
31. Isarael Kia .600 585.107 1.9672 Above 
32. 8o0livia 35.000 15.876 2.2096 Above 
Sa. Spain 96.693 30.954 3.1238 Above 
34 Ecuador 35.663 6.120 wears Above 
Notes: 


Based on regression equation: 
MEP81= 0.23GNPPER + 0.77CAS + 0.31PCB + 0.18ECNIA - 0.15POP8 
C3221) €13.497) (9.39) C3 21) (2.04) 
Below = Countries whose Actual 1s less than 95% of Predicted value 
Above = Countries whose Actual is greater than 105% of Predicted value 


Table 26 


Determinants Of Military Expenditures Per Capita, 
Group I Countries” Ecanemic Var tania 


(Standardized Estimates) 





Independent Variables Statistics 
Equation (MEP81) 


GNPPER GOB PCB GEOB ECNIA POB ECNI8B CAB P8BCB GOP r2 ¢ OF 





1 0.54 
(3.43) -271 13.14 368 
2 0.58 -0.96 
(4,22) —-3.39) -005 13.28 28 
3 0.74 -0.24 Q0.09 
($6.93) (-2.93)(0.649) ~782 26.34% 25 
49 0.56 -0.44 0.46 
€5.99)¢6-4.55) (9.87) .807 30). 45 = 
5 0.38 -0.30 0.32 0.90 
€9.359)6-3.49) C3479) 3.775 -885 90.464 25 
6 0.45 -0.3! 0.37 0.29 
(€4.63)¢-3.10) (3.99) (2.45) .850 29.82 25 
7 0.37 -0.30 0.31 90.48 eels 
(4.346)(-3.469) €3.72)¢4.09) C-1.64) -898 34.356 25 
8 0.44 -0.38 
C3513) (-2.4649) ~-424 11.05 32 
9 02255-0622 0.47 -0.04 
C2.690) @-2.14) (9.467) (-0.35) 788 22.32 28 
10 O.S2  =0:.47 0.238 
(3.79)¢6-3.65) (2.11).380 112520228 
Notes: See text for definition of variables 
( >) = t statistic 
r2 = correlation coefficient 
F = F statistic 
OF = degrees of freedom 
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Table 27 


Economic Variables 


Gagi tay 





Equation 


GNPPER 


CAB 


Independent Variables 


PCE 


Pes 


GEDS 


GOB 


2 


Statistics 





ECNIA GOP eS OF 

1 MEPS1= 0.21 0.90 

Gant SD “C3252 923 102.05. 
2 G.19 On v1 0.08 

($4.73) (22.30) (1.80) 979 2135.33ee 
3 Ost O.F 1 0.07 =O O02 

(4.48) (215381) (l.a3) ©-Gl3e) 779 AS oO 
4 0.80 0.43 0.01 

(Scr? (4.54) CO.) 1) 21 35.1492 
5 0.36 0.34 Ovecy 

(3.17) (4.349) (2.79) 953 68.139 
} 0.43 u.015 0). So 

(4.54) (O.11) 8.37) %21 35.140 

7 0.19 Ont 0.06 -9 .03 

(9.98) (21.82) (1.28) (-0.73) 979 PVSS . 260 
8 Gy v.37 GO. 10 0.04 

(9.67) (19.34) ©€2.03> (0.95) .980 160.67 97 
Notes: See text for definitton of vartables 


C >) = t statistic 

r2 = correlation coefficient 
F = F statistic 

ODF = degrees of freedom 


Table 28 


Military Expenditures Fer Capita, Group II Countries 








Actual’ 
Country Actual Predicted Predicted Placement 

1. Rwanda 3.962 164.274 0241 Bel ow 
2. India 7.360 64.386 ~1143 Be i ow 
3. Columbia 13.4097 110.3235 21247 8e | ow 
4. Indonesia 1S.ses! 147.319 12461 Se 1 ow 
3. Mexico 16.634 LEO Sly - 10S Bel ow 
6. Thailand 27.413 136.867 2003 Be low 
7. Philippines 16.792 J2eoh7 cole ys Bel ow 
8. Algeria 91.959 222.219 4138 Be 1 ow 
9. Venezuela 62.663 1360).3735 -4806 Bel ow 
10. Spain 96.693 133.193 ~ 7260 Below 
11. Argentina Pio 27,1 12 ,o7 os Below 
12. Kuwait 836.000 870.248 27506 

13. Korea 103.666 105.488 9827 

14. Saudia Arabia 2110.000 1956.000 7.0787 Above 
1S. Malaysia DOV. tls 74.901 1.3500 Above 
16. Greece 265.773 194.039 1.3697 Above 
17. Jordon 2732420 189.901 1.49382 Above 
i8. Syria 267.802 183.639 1.4583 Above 
Notes; 

Based on regression equation: MEP81= 0.21GNPPER + 0.91CA8 

C3..135) .l36352 
Below = Countries whose Actual is less than 95% of Predicted value 
Above = Countries whose Actual is greater than 105% of Predicted value 
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Tah ek 32 


Determinants Of Military Expenditures Per Gross National 


Product, 


Total 


(Standardized Estimates) 


Country Sample, 


Economic Variables 





Equation 


PCB 


GEOB 


Independent Variables 


GOS8 GNPPER 


GO8 


Statistics 


r2 





POS DSG8 F OF 

1 MEY81= 0.460 

2.09) ~S01 25.697 98 
ia 0.68 

(3.95) -969 35.93 42 

3 9.35 O.01 

(2.81) (9.08) -603 39.31 42 
rs o.33 0.48 —-9 .20 

C2571) ©€S.86>) C-1.90) ~-692 20.39 37 
S 0.98 0.50 G.02 

€9.397) (49.61) C0.17) -719 27.356 36 
$ 0.493 0.46 -0.29 9.07 

(9.29) (9.61) (€-2.55) (1.02) -763 25.76 36 
Z 0.07 0.56 0.22 -0.29 

(2.76) €4.450) (1.25) ¢=-1.90) fee 21.14 35 
8 0.95 0.43 “O23 0.10 O.14 

€9.36) €9.29) (€-2.83) ¢1.15) C1 2209 7749 21.19 36 
9 O27 0.99? -0.25 0.18 

(2.20) (4.09) (¢-2.39) Cl 7 O> 671 16.84 37 
Notes: See text for definition of variables 


€ >) = t statistic 

r2 = correlation coefficient 
F = F statistic 

OF = degrees of freedom 








Table 33 


Military Expenditures Per Gross Nationa! 


Product, Total Country Seatac 
Actual/ 
Country Actual Predicted Predicted Placement 
1% Ivory Coast t. 330 3.760 -aoo4 Bel ow 
2. Senegal 2u26i 6.364 wsood Below 
3. Rwanda e657 3.932 42194 Bel ow 
4. Pakistan 5.836 2210 ~-4780 Below 
S. Bolivia 2.8753 5.990 - 4840 Bel ow 
65, 'Gatr 2.068 4.081 ~DUGZ Below 
7. Ecuador 22252 aoe ©6396 Below 
S. Sudan 22079 4.4997 ~ 6399 Bel ow 
9. El Salvador Seazed 3.147 ~-69565 Below 
10. Kenya s.0oS 4.018 7608 Be] ow 
11. Korea 6.677 S.300 ~8095 Bel ow 
12. Argentina 2.646 Slee a sOeia7, Bel ow 
t3. Chile 3.716 4.4941 8357 Bel ow 
14. Paraguay 12393 1.625 8417 Below 
iS... Morecco Psi oe 7 eI9F2 .8903 Below 
15. Thailand 3.811 4.154 ovis Bel ow 
17. bcvbéria 3.9071 4.079 9990 Below 
18. Malawi Perr S102 ‘Tole 
19. Uruguay 3.1949 Se279 «9po9 
20. India Sl? Seco 9588 
Z2\in “Reru 4.787 4.920 9729 
22. Dominican Rep. 2300 1.489 1.0074 
23. Ghana so071 Saal Up ez 1.0106 
294. Tanzania Si 304 9.595 1.1542 Above 
25. Philippines 2.209 1.9 fe {toed Above 
26. Tunisia 2273) 22319 l.b 772 Above 
27... z2imbao 6.004 Sazev2 1.2385 Above 
28. Israel 20.274 16.342 1.2906 Above 
22. Malaysia 6.023 3.9594 1.5194 Above 
30 Costa Rica 0.5978 Gr 3207 1.79457 Above 
Bt Indonesia 3.9476 1.938 1.7736 Above 
32. Jordon 2!.720 11.815 1.8383 Above 
33. Kuwait 3.865 Loss 3.49052 Above 
39. Venezuela imiooS Ow2s05 5.5339 Above 
Notes: 
Based on regression equation:MEYS!1= 0.27PCB + 0.49GEDB - 0.25GDSB + 0.18DSGB 
2.20) €94.09) (-2.35) C1.i7i3 
Below = Countries whose Actual is less than 95% of Predicted value 


Above = Countries whose Actual is greater than 105% of Predicted value 


eames sanpie,- the 
low, less than 20 
A step wise 


a+ 
= 
ny 
oy! 
cel 
Yu 
til 
uu 
a) 
=r 


expenditures 


n 
aa 
Te 
“4 


Public external 


“tt 


far bye 


dome st c pr me t peer 


egmiticant while gro 
gross damestic oraduct 
fore St mi) tary 


Mmprovement in the correlation coefticient tor 

countries aver that obtained in the total 
a-ten Wise fegressicon tor graup {1 c 

Seeaitters fram those in group I in th 

fee rnment deficits da not play a Signitt 


measuring the 


af grass matianal 
expenditures in gras 
the share at miiitar 
cudget along with ar 
eases Jdemestic product 
account tor nearly 
exfend(tures as 8 fe 


percent 


eles 


eS 


Soy Ts 


wss 


70 


predicted 


capita 


frais t.. 


ct 


Pie ee 


Shee erm. i= 


expendi ture 


The 


damestic 


rercent 


idee 


IT 


I 


nt 


expenditures 


and 


amaumt ot military 


Gir ene) ies 


damestic 


fel le 


if 


qrauc | 


pattern 


gavernment= 


Aiea) ONS 


bc 


pes 


finesieing Gt military expendi tires. 


gen ee 


alue. 
Tattle 24, 
tiie t SObser sea 1 


elms eeile ehcG are 


cr 
tU 
a 
CL 
cr 
oO 
™ 
ry 
(ut 
ri 
4 
“tr 
ate 
mr 


a 


(ae 


CL 

‘TD 

+, 

m 

cr 
\ 


Ct 
7? 
O 
Ti 
wt 


Savings as a percentage af 
of. As with the ather 
there 153 4 large 


expendi t 


hare af 


e expendi tures 


iri 


Gn thie 


Specie Uelat ams 


— — 
—_— —_ 


Gomesetic 


sample, 


ae 
cr 
v 
et 
Ih 


ah cn ie = 7 


at external debt and 
Ghee ae lr 
Ures 25 & percentage 
government 
Peet (GE) vee ang 
tetal gqavernment 
see Cem Page iat 


A negative sign, 


{ 
_ 


Table 34 


Determinants Of Militar» Expenditures Per Gross National 
Product, Group I Countries Economic Variables 


(Standardized Estimates) 





Independent Variables Statistics 
Equation 


PES GEODB GNPPER GDOSB GDB PDB r2 F OF 





1 MEY81= 0.65 


(94.461) -423 21.23 5e0 
2 0.42 0.40 0.28 

(4.00)'°(3.81)> C3221) -703 61.84 23 
3 0.44 0.34 0.32 =O 14 

(4.32) (2.79) Caio7) C—1 aa 712 49.352 23 
4 0.19 0.43 0.34 =O126 

(2.18) €5.28) (494.94) (-3.86) 749 82556 Za 
a 0.37 0. 3¢ 0.20 =-9 08 0.20 

C4,.03) (3. 1S) 26 2506)))¢-=1. 25) (2.02) 728 946.94 23 


Notes: See text for definition of variables 


C( >) = t statistic 

r2 = correlation coefficient 
F = F statistic 

DF = degrees of freedom 


Determinants Gf Military Expenditures Per Gross National 
Product, Group II Countries’ Economic Variables 


(Standardized Estimates) 








Independent Variables Statistics 
Equation 
GETYS GEDS GOSB GNPPER r2oee¢ OF 
1 MEY81i= 0.462 
7 a «SO 1S alo 
ie 0.70 
(3.45) »-971 12.58 14 
3 0.48 0.58 
C310) (35.71) «718 WS.o! 14 
4 0.43 0.44 -0.54 
Ca,27) (4.16) (25,03) <897 27.470) 13 
5 0.49 Ovi AUS (ON) 
2793)" (3.32) C020) -719 9.40 14 


Notes: See text for definition of variables 
Cc. > t statistic 


re = correlation coefficient 
F = F statistic 
DF = degrees of freedom 


A comparisan af actual values versus predieted Weimer 
using equation 4 from Table 35 is shown ih fae ee 
credicted values shaw a great improvement aver those far the 
teatal caountrr sample with Venezuela being within S&S percent af 
the actual value. 

In summary the basic regressiam equation Farhi eee 
expenditures as & percentage af grass national product shows 
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The fourth measure af military expenditure examined was 
fhe share at military expenditures in the tatal government 
budget. This wat analwrzed using the tatal cauntry sample, 


Table 36 


Military Expenditures Per Groes National 
Product, Group II Countries 








Actual/ 
Country Actual Predicted Predicted Placement 

1. Rwanda L657 9.746 349971 Bel ow 
2. Spain 1.990 3.342 eed Bel ow 
3. Indonesia 3.476 5.168 ~-6726 Be 1 ow 
4. Malaysia 6.023 7.898 7625 Below 
S. Argentina 2.6496 2n.733 7021 Bel ow 
&. Thailand 3.811 4.111 =7270 Bel ow 
7. Venezuela Loos 1.474 oa. Bel ow 
8. Korea 6.677 fot tl ~9390 Bel ow 
9. Jordon Zin. 7.20 19.3385 1.1234 Above 
10. S8razil 5699 -5904 1.1346 Above 
ri. India elt 7 2.4999 1.2473 Above 
12. Philippines 2.207 -BS567 2.54987 Above 
13. Kuwait 3.855 1.494 2.0870 Above 
Notes: 

Based on regression equation: MEY81= 0.43GETYB - 0.55GDSB + 0.44GEDB 

(4.27) (=o 703) (9.15) 
Below = Countries whose Actual is less than 95% of Predicted value 
Above = Countries whose Actual is greater than 105% of Predicted value 
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Goeraue Rotated EPactor Pattern: Economic Variables, 
“ Defense Expenditure Im Tatal Government Budget, 
Total Sample 





ia Factores 
as 2 } 4 5 6 
e ‘ = es ae a + tt t 
te Plitaring PRptyiegng | BSEEEEs GATES © Rahhs eget 
ube oc Ore base nal a oY oF _ ONnSumg fT LO8K 
“GMS UME t baa be ] abitac;, neo 
Variables - : mn vet. buadyet 


Gross [Inflow Public Louns a %& 


ot “bP 1982 ou 0 ai 2 =4 6 
Resource Ralance as 4 Of GDP 

JR? 46,8 1 -8 -6 -4 5 
Gross Inflow Piblic loans as & 

ob Bxports 1442 ra 14 7 ou ? =o 
Public Borrowing “ommitments as % 

of Exports 102 aH* 2 5 7 -2 5 
Putjlic [weber ws 8 of Euegeerts IH? ae n on =e -6 ? 
Growth in Public Consumprion Lsi- AQ° 6 -8 = ze es 32 
Public Consumption as & of GULP 1442 A = Mel 26 33 -8 
Public Consumption as % of GOP 1960 ae" =14 = 7 26 7 1? 
Fxternal Public Pett as 8 of GLP 

1970 hRe 5 ~26 20 16 = 
Term. of Trade PH? - 1R* Zi We 7 14 1] 
Priviyte Consumption as *& of CbeP 

1442 aa = -23 -5 -30 ae 
Peivate Consumption as & of GDP 

1 960 age 19 - 28 21 =7 -1 
Fxternol Public tebe 1H2 ul Tae <2 0 ? 14 
Ieterest Payments on -xternal Public 

Joomla ie ter} a 8 Jo ie 2 are, ~] art 
Fepoauveeat ct Presse tp al on tetetteal 

Public Loans 1270 4 3 2 “le 1 = ou 
Gross Fotlow Put lic touns 1 sR2 -4 94° <a -8 10 24 
Public Borrowind Commitments 1392 -6 gQe 4 arg | }] 
Gross Inflow Public [oans 1970 6 Be 5 Ve: -4 = 
Interest Payments on Public Dette 

13K 2 -2 a0 =) -15 19 oe 
tr nit 1€ Principal on Public 

yams | v2 -3 8h ° 8 r 2! Ley 
Petgermal Pablig fhe 1470 9 74° 2 2) -23 =a 
Net Inflow Public External Loans 

leit 4 ay* i 37 -$5 ~14 
Current Account Balance 1970 7 BY * ie -27 -4 “15 
Gruss International Reserves 1982 4 -9 Sry 4 = 3) 7 
Gross International Pesegves 1970 5 4 aie l -18 —2 
Gross National Product Per Capita 

]OR2 =] =a Sie 10 27 =6 
Gross Domestic Product 1982 | 50 See -7 =) 3 5 
Averyye Maturity of External Fublic 

Orbe LIA2 23 -10 =e Pag | - 29 j 
Current Account Ralance 1982 =? = alies ~8) -3 3 
Percent of Nefense Fxpenditures in 
_ Total Government Expenditures 198] oat 8 0 4° 0 0 
Export Growth L9n0-70 ad -1 0 69° 4 23 
Export Growth 1970-92 =~2 1 73 24 qe 10 a 
Put lic Exteenal Debt as @ of 

GOP 1982 37 1 -23 L2 65°* -10 
External Tebt Service as & of GbP ; 

13AQ2 -# 35 = -19 Gl * =e) 
Fxports 45 * of GDP 19A2 7 -11 21 7 so° 2 
Growth in Private Consumption 1970-82 2) 4 -3j 10 -4 7G 
Geowth in Imports 1970-62 33 19 3 12 2 eA* 
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Oblique Factor Pattern: Economic Variables, “~ Defense 
Expenditures Im Tatal Government Budget, Group I 
Countries 





Factors 
aa : 1 2 3 4 5 6 
2 1YfF ing FAROE ae ana civinst? Ribvéfon Bhiinget Gaga 
SEL AME ctes ON OU tele epee whe To Epocts 

vate 
seo. Tutlew Pobbie Louns as Wot 

Cala? SERS Lars —2 4 -4 -7 4 
Pukelas Ac recwing Commitments as % 

ol GPP J9RQ bOo* =A 3 h -a ) 
Groos Ent low Poolic Loans as 4 of 

Chime or. ire a $ 0 ~9 0 
Pots) Pest vs § Paports 19H? she a 0 =) -7 =e 
Resoues ® Batanee 1 382 3a = 20 6 -1 -l 
Grovvtte in Pubdic Consumption 1979-82 22 -14 =5 0 12 4 
Growth in dmports 17-A2 Al 0 -19 -4 13 7 
Public Censure tion as *® of GOP POH? dane 16 -f, a 2 -f 
Doct V4 Tonsumprion as & of Gop 1974 vee 15 -9 18 -22 =! 
Petermrborie lar eh 9S See cal oe ty Tice JR a 11 23 “4 
Pe te Cosmin? yon 44 8 et GP PH -7 9 9 {) - 32 -l? -|? 
Leip et ir weles Hi? amy * j -146 2') re 13 
Privyte consump fron as boof Cpr Lda 77° =) -4 8 0 0 
Gros Ineernaticnal Peseryes 1942 4 Orie 6 -18 =6 Ze 
tet tle « Put-bie Feeernal epies i t 4 Pye 5 LO -5 -9 
Crores tationw Peadaer Per Capital tia. <1 a2° =6 4 slg 13 
Fee ent of Definve Fependaithers an 

Tet al Goverrment Frponditurces 19 eb ged ee calles =n sali t =a 
Extainal Puller Dece tre) ae HG s i ! -2 12 
Petermnal Futblaie Bebe) | «2 a) rae -14 8 M7 -4 
coroes —nb lew tyvtocnel Powas Povo + ay * Ss 1A = 4 
cee Tnternest tonal Reservas 120 2 ce 26 ~15 a 1} 
Intere:? Payments on Externvl Ocbe LOH? -3 eas 0 ) a5 2 
Pepoyment of Freancipal on Furlic 

ermine [esa =A ale 9 3 Ht) -j 
ist? a ert, at OP Lar aA sul 2 2 Sere Ze A 49 U 
Gr se Pomegr pe Beadue t PAR? -6 te 29 - 4] 1A -31 
cereesnt Alcoume Ralbinmeo 192 -10 =~ 75% -25 21 -3 “2H 
Carron’ A anh Palance 1970 LO = pine 40 =] 2D QO 
Reo gee. tet amet Proneapal on Putilic 

Pyrarnale J suns 7379 7 ie aye 4 3 10 
Interesr Paymenrs on Fxrternal 

piste lade) } Lo aae =a 7 QO 
Gr wth of Peivate Consumption 1970-92 46 5 -57* -5 28 3) 
Exports 1S % Of GUP PaAa2 0 2 15 ane 16 18 
Putaly> €xtérial Dene ae h of GDR 1732 18 ~16 4 Ra 16 t 
Geewth in Exports 1°60-70 -4 5 -28 &3° - -j7 
External Debt Serviceas & of Exporrs 

1°82 =2] l l 14 25° 2 
Puolis External Borrowing Commitments 

1342 3 a3 22 j 53° -2 
Geowtth an Fagpeoets 1970-82 = 21 42 38 JO - 26 42° 
Ast twee Mitdeve, of External fuiblic 

Debt LIR2 32 =E5 =29 Lol -22 41° 
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Oblique Factor Pattern: 


Pa 7 Factors 
l 2 3 4 5 
ba . ; Peer an nts tnt Pica Crowth ne Lut ne 
(Ay paid fe Bub tio ARCA ht tMpores ANG Eg! 
na eb ONSUME Me. nea e Chet 
Variables OR SumMEt LON, hh wk 
Eytercnal Public Debt 1982 = 2 -5 7 -4 
Gross Inflow Public Loans 1°82 96° 5 8 18 =A 
Interest Fayments on External 
Public Deter 1382 94° -3 tl 19 ae 
Pepiuyment of Principal on Pablic 
Frrecnal Loans 147) ae" -l1 2 23 -3j 
beatelaio Frternal Borrowing Commit - 
mont: | 4A2 Be 12 = 5 -13 
Pepeavinecmt it drains veal on ub la 
Fxtercnal Loins 19&2 Rus 3 -1 - 39 14 
Debt Service on Public bxternsl 
felt as Sof txgports 19A2 ee =a 2A =e -1l2 
Interest fayments on Externat bPublo: 
bebt 1970 the =a) -18 -31 4 
rest. PAF Low Baablie Leveas, 17: faite O - 39 -9 1S 
Pecource Balanee 6 6 of JOP 19%? fee -51 -6 -15 ] 
Gross Enflow Bubbic Loans as + 
Tiere pert Ss ) tt? oi at 24 ae aes 
Teems «.f Trade 1 942 Fe? - 4H -3) 4l -14 
Carrent Account Ralance 1970 -P¢ -7 Li “1 -19 
Pol lac Aor rowing © ommitments aS 
CMS peceteh 1 otal 3 ee -b -/} ~24 
err Maturiy of EVblac Feternel 
bet t LOR? - 4] rasan -15 -H } 
Caperoent Ae commit @adomee [th abt Ri}? -16 2h 0 
Avec Annual Geowth in Prat-lae 
Con amet ron 120-42 -7 ZAG ee 61 “10 
Poabelair’ Fxternal (ebt 36 8 ot Exports 
] «632 Se Sa - -4? -3 
Cross International Peserves 1982 -25 = 1° -49 9 sat 
Gross International Peserves 1379 -9 AoC -29 a 0 
62055 Hational Product per Capital 
192 “5S -A jy 8 =5 -19 
Grosts Intlow Public Loans as 4% 
Fxpocrs 1992 36 Ll a2" 30 10 
Public Fxternal Nebt as * of GLP 
1952 | 15 66° l2 
Public Consumption as % of GOP 19R2 -22 2 Cor -10 -1 
Exports as *& of GDP 1982 -4 -24 ez. 49 -8 
Gross bomestic Product 1982 42 =40 See ae =o 
External Public Debr 19K2 49 -7 Shi 2 -15 1? 
Private Consumption as %& GDP 1982 “44 45 -62* l -3 
Net Inflow Public External loans 1979 Sr é -A#4° ha 13 
Grewth in Private Consumption 1970-82 17 =] id AA ° ala 
Grewth on Imports 1970-H2 lo 37 -3 AO -13 
Public Consumption as % of GOP 1°82 =.5 =! 2) ao 26 
Poblic Externsl Loans as %& GOP 1470 ja 2 =24 oe 18 
Percent ot befense Expenditures in 
Total Government Expenditures Lal -1) oo 14 5 } Bae 
Greatthh an Rxports 1970-82 12 214 8 — aye 
Growth in Fxports 1961)-70 cate a 6 We oe 
Private Consumption & of GDP 19:0 3 44 ceo = 54° 
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Table 40 


Determininants Of The Share Qf Military Expenditures 
In Government Budgets, Tatal Sample 


(Standardized Estimates) 








Independent Variables Statistics 
Equation 
GEDA  RDTB PDB GETYB ##GROB  YPRS r- FOF 
1 GEDB= 0.87 
(®, 98) 0763 FO.71 2a 
2 0.90 0,20 
(S2S6) Bie e208) 803 49,03 26 
3 0.90 0.20 0.13 
(10,07) (2533) G!.50) 821 35.12 26 
4 0.85 0.16 
(5.60) (-1.04) 635 16.55 522 
5, 0.91 0.20 “0.15 
(10.45) (2.35) (-1, 9%) of28 37.01 26 
6 0.89 0.19 
(9.73) (2.06) 799 47.69 26 
Z O29! 0.19 Ose 
(16052) (-2.07) (2.42) e830 37.54 26 





Notes: See text for definition of variables 
a 


= t statistic 
re = correlation coefficient 
F = FP statistic 
DF = degrees of freedom 
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Table 4il 


iilitary Expenditures In 


Government Budgets, Total Sample 
Actual / 
Country Actual Predicted Predicted Placement 

1. Ghans 3.700 9.678 s00e) Below 
2. Brazil 3.400 Bai - 3856 Below 
3. Costa Rica 2.600 6c ser 04113 Below 
4, Mexico 2.500 5.290 04726 Below 
5S. Sudan 135200 22,100 5951 Be low 
6. Venesuela 3. 900 Se 05 © 7046 Below 
?. Tanzania 11.200 14,832 07551 Below 
9. Paraguay 13.200 15.552 2 8466 Be low 
10. Malaysia 15.100 1727252 28502 Be low 
11. Thailand 20.600 23.875 ~ 2624 Below 
12. Philippines 14,200 16,067 28837 Below 
13. Tunisia A, 300 9.280 BL Below 
14, Svria 37.700 41.713 «9 37 Below 
15. Kuwait 9. 800 9.776 1.0025 
14. Chile 12,000 11622 1.03146 
17. Israel 39. 200 37 6156 1.0505 Above 
1%, Orueuay 12, 900 112507 1.1211 Atove 
19. Bolivia 22.700 12,456 152300 Above 
20. Korea 35.200 28, Yb § 1,261R Above 
21. Arcentina 11.400 9.1% 1.2494 Above 
22. Uganda 500 27g 52) 1.2628 Above 
23. Peru 13, 800 10, 200 1.2773 Above 
24, Kenva 10.700 Teor 1.4197 Above 
25. Morocco 16,200 10.492 1.5152 Above 
26, Malawi 8.400 See 1.51% Above 
27. Fl Salvador 16, 200 7,043 2.3853 Above 
Notes 

Based on regression equation: 

SEDB]® O.S2GEDA - 0,19GS0B + 0.21YPRS 


(10.52) 


(-2.04) 


(2,42) 


Below = Countries whose Actual is less than 95% of Predicted value 


Above 
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= Countries whose Actual is greater than 105% of Predicted value 


Table 42 


Determinants Of The Share Of Military Expenditures 
In Government Budgets, Group |] Countries 


(Standardized Estimates) 








Independent Variables Statistics 
Equation 
GERDA GROB  RDTB ro F-OODF 

1 GEDB= 0,.% 

(5.73) .70L, “s2eeom ds 
2 0.91 -0.27 

(6.55)  (#1.93) 0767 «21.49 15 
3 0.946 ~.29 0.16 

(6.73) (-2,01) (1.17) e792 15.19 15 





Notes: See text for definition of variables 
() = t statistic 
r = correlation coefficient 
F = F statistic 
DF = degrees of freedon 


Taba 4s 


Determinants Of The share Of Military Expenditures 
In Government Budgets, Group II Countries 


(Standardized Bstinates) 








Independent Variables Statistics 
Equation 
GEDA GETYB PRB  SSPB PDB  ODSGA  PDPA  RDTB ro BOF 

{1 GEDB= 0.% 

(9,54) 2°90 73.41 10 
2 1.04 ~0.23 
3 0.29 ~0.% ~0.25 

(8.53) (<2, %5) (21,99) 935 29.08 9 
4 0,39 = 30 “0.17 0.23 

(15.73) (46.79) (-2.39) (3.91) 29% 77,76 89 
5 ~O0.45 <0.53 0.53 0.68 





Notes: See text for definition of variables 
= t statistic 
re = correlation soefficient 
F = F statistic 
DF = decrees of freedom 
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ean as thettcate= thateeyver Co percent of the fluctuations 
in the defense expenditures share of the total government 


Mager or 6.2 eG ah be acecatnted for without reserting ta the 


use of past Budget shares. The variables that are 
Seek icalls Sigmitveant are. Clos the external debt in 1782 


Geers C2) the debt service £€G gross damestic product in 1770 


(DSGA); 39 the total external debt at a percentage of graze 
domestic product in 1770 (PDFPA); and 4) the central 


qgavernment domestic taxes as a percentage of total revenues. 
This would lend evidence toa the theory that one can 

predict the fluctuations in the detense expenditures share oaf 

the total government Budget without using past shares af the 


budget as a variable, although the resulte would nat be as 


it 


ne 
iid 


Qzed as if past shares were included. 
A comparison of actual versus predicted values in Table 


44 shawe that the predicted value for Venezue 


i 
wt 


approximately 12 percent greater than the actual value. 


wy 


In summary, the basic regression equatian tar the share 
of military expenditures in the total government budget is 


enawn in Figure 14. 


Tattle 44 


Share Of Military Expenditures In Government 
Budgets, Greup 1) fount, te 











Actual / 
Country Actual Predicted Predicted Placement 
1. Costa Rica 22000 5.H1 03376 Below 
2. Dominican Rep. 8.900 14, M1 6206 Below 
3. Trinidad 2.000 24907 ~O880 Below 
4G, Braetl 3.400 &US4 76M Below 
55. Gnile 12.000 13.532 Mislelo.'’ Below 
A. Bolivia 222700 22enek 1.0147 
7. Argentina 11.400 11.062 1.0306 
R, Nicaragua 11.000 10.475 1.0501 Above 
9. Peru 13. 200 12247) 1.0720 Above 
10, UOruguav {2.%0 11.992 1.0757 Above 
11. Ml Salvador 16, 200 15.225 1.10% Above 
12. Venezuela 3.00 3.457 1.1251 Above 
13. Feuador 11. °00 9.292 1.2700 Above 
145, Paracuav 19.200 9.265 1.4247 Above 
15. Mexico 2.000 1.705 1.86463 Above 
Notes: 


Based on regression equations 
SEDB= -O.46PDB - 0.530SGA + O.S3PDPA + 0.6RDTB 
(-3.49) (=3551) (3. %4) (4.93) 
Below = Countries whose Actual is less than 9% of Predicted valus 
Above = Countries whose Actual 4s greater than 105% of Predicted value 
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GEDA ROTB Bieiey & iE iE tes PDPFA 


Tats | ap + 0 = Ul Cl 
Setup | - n Ul - cl cl 
Breoup [i + . = Ci — ~ 


A oaure eto - summary Of Regression Equation For The Share 
Epa litery Expenditures In The Tatal 
Government Budget 


oe oe fF — statistically Significant With A Positive 
Sian At The S34 Level 
- = BStatistically Significant With A Negative 
Somat. Ine Soa eve | 
ee wee Sereda ty ins ianitican t 
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Y¥. CONCLUSION 
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coe explained exclusively with economic variables. Anal 


af the patterns af military expenditures for developing 


countries, as a tatal country sample, Gdaes nat spodumemes 
Clear a pattern as that obtained from analyzing countries 
seperate groups Based aon ecanomic environments. AS shown 


Table 20, Venezuelan defense spending can be accurately 
predicted with the use at economic variables. 
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